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Considering the importance of the IT capability in organization’s business process 
reengineering, the study aims at taking a comprehensive look of the influence of IT 
capability in firm’s reengineered operational processes. Technology can be regarded as a 
strategic weapon for a firm’s competitiveness and operational process performance is 
greatly affected by the technological capabilities of the firm (Narayanan and Bhatt 2009). 
This paper views information technology as more than an automating tool but rather a 
fundamental way to reshape the way of doing business. The examination of IT capability 
reveals the use of IT tools within the business process reengineering (BPR) which typically 
results in faster, better, and cheaper solution at each stage of BPR process. Through 
literature analysis, this paper discusses the role of IT as an enabler for BPR success 
particularly in the context of bank operations. It is suggested that a lot of the value added 
and innovation in organizational services can be realised due to the result of IT 
capabilities.  
 




The current economic and financial crisis started from the developed countries like America and 
Europe which later spread to other developing nations (Oxelheim, 1993). This economic crisis 
has greatly affected the inability of the banking industry that acts as an intermediary by 
channelling funds from surplus to deficit sector of the economy for productive purposes. This 
economic recession has compounded the problem of the already existing financial crisis coupled 
with current challenges of market globalisation has resulted to a need for new customer service 
requirement, service quality and rapid development of information technology (IT) for 
successful operational processes performance (Winter 1990). Organizations require new 
innovative methodologies and capabilities in the current and changing dynamic environment. 
This trend has lead to companies restructuring their processes and implementing the new 
business paradigm called Business Process Reengineering (BPR) to achieve greater customer 
value and competitive advantage (Manganelli 1993). The advocates of BPR Hammer and 
Champy (1993) claim that, if BPR is rightly and correctly implemented, the organization would 
achieve a quantum leap of improvement in cost reduction, speed, productivity and profitability. 
Business process reengineering is a new approach, introduced by Hammer (1990) and 
Davenport and Short (1990) that would enable organization to manage their business profitably 
in 1990s and beyond. They claim that BPR was producing fundamental and drastic 
improvement in operational process performance in business management and information 
system by engaging the interest of business managers, information technology expert and 
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management researchers world wide. Today’s current business environment is full of 
technological changes unlike during Taylor’s world in the last century. A lot of challenges, 
uncertainties and threat have been brought to the business organisation by globalisation. 
Competitive pressures are put on the companies to improve their operational process 
performance in product development, customer service management and product delivery. The 
organisational barriers between firm’s employers and customers/suppliers office and service 
environment have been penetrated by information technology (IT) since 1978 in order to 
improve performance, achieve competitive advantage, reduce cost and cycle time. The 
transformation of organisational business process can be done with aids of IT capability. 
 
Capabilities represent a firm’s capacity to deploy resources using organisational processes to 
achieve a desire end. They are often developed in functional areas or combining physical, 
human and technological resources at the corporate level (Amit and Schoemaker 1993). While 
IT capability was first defined by Ross et al. (1996) as the ability to control IT related cost, 
deliver systems with IT implementations. They suggested three key IT assets that bring 
capabilities and enhance an organisational competiveness which includes:  1) highly competent 
IT personnel, 2) a strong partnering business relationship and 3) IT management and a re-usable 
technology. While Bharadwaj, Bharadwaj and Konsynski 1999; Mata, Fuerst and Barney 1995; 
Rose, Beath and Goodhue (1996); Weill and Broadbent (1998) suggested various group or types 
of IT related resources that create capabilities and increase organizational performance. The 
resources are described as: IT business partnership, external IT linkages, IT management, IT 
business process integration and IT infrastructure. 
 
IT capability involves the improvement of access and coordination of getting information across 
organization. It is very powerful and can create new process design options, rather than simply 
support it. Bill Gates (1999)  argues “that if the 1980s were about quality and the 1990s were 
about reengineering, then the 2000s will be about velocity’’ that to be successful in the current 
business environment, companies need improvement on developing a new digital infrastructure 
similar to the system of all the nerves in the body. The new digital system would enable 
companies in operating their business without any problem and offcourse without waste of time. 
IT would provide a means for getting valuable information without delay to the people who 
needs the information in the company. This would give the workers the power and authority to 
make decisions and relate with customers effectively (Bill Gate 1999). 
 
This paper discusses on the IT capabilities in the context of bank operations. Banking industry 
as the driver for reengineering of processes was chosen because of several reasons. Firstly due 
to internal inefficiencies such as high costs of doing business, low level of operational process 
performance, sub-standard service quality, a weak strategic focus and declining margin. 
Secondly due to external factors such as stiff global competition, uncertainties, like economic 
crisis and financial meltdown, ever rapid changing customer demand (Oxelheim, 1993). A 
sluggish domestic economy and changes in government/regulators directives also pressed the 
bank to reengineer. Hammer and Champy 1993 suggested some external factors that make 
organisation to reengineer as follows: customers dictate to what organisation to produce, the 
quality of the product and price. This requires firm to rethink of their strategies to meet and 
exceed customer demand in order to stay competitive; competition is another factor that exerts 
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pressure on banks to reengineer their processes. The banks must be able to deal effectively with 
global competition that offered low priced product/services with high quality and service level.  
 
Furthermore the rapid changes in technology create an environment where competitors can 
change overnight. Competitiveness is no longer assured for the powerful organisations of the 
past; changing industry and market conditions may cause organisation to adapt or die. The pace 
of changes has accelerated, they are more product and service innovation, product life cycled 
has shortened and technological advancement have become more rapid; government 
regulation/political pressures may compelled banks to respond accordingly. Such responses may 
be minor adjustments or could entail an overhaul or revamping of an entire business process. 
 
IT IN BPR 
 
An organization business process can be changed with the aid of IT capability. The use of IT 
would fuel the reengineering process, make the productivity of office work faster, eliminate all 
communication barriers in the organization and empower workers to link up with customers and 
suppliers to achieve competitive advantage (Davenport 1990). According to Hammer and 
Champy (1993) information technology is paramount enabler of BPR. Davenport and Short 
(1990) argue that IT provide enough capability for business process and strong tool for reducing 
the cost, cycle-time, improving quality, speed and increasing product efficiency and 
effectiveness of quality service delivery and cost reduction. 
 
The use of IT by companies or businesses makes it possible for them to produce new products 
and coordinate new processes and do a lot of work structures that may lead to making new 
strategic advantages (Teng, James, Grover and Fiedler 1994). Only few of the business 
processes that were developed before the existence of modern computer and communication 
were analysed using I.T capability. The Problems of communications within processes makes it 
difficult to process design and improve as a result of using a new technology to the process 
works. It was argued that those who should start to apply the capabilities of information 
technology are the organisations that desired to undertake business processes reengineering. I.T 
capability can provide the ability to understand the existing conditions, it is also one of the 
many most considered in bring changes into the business process. Many companies choose to 
disregard IT capabilities until after a process is design. Michael Hammer recommends 
companies to redefine the process first and then automate. IT can play critical roles in the 
development of BPR efforts as follows: 
 
a. I.T makes it possible to use new ideas and higher standard technology in order to 
develop a strategic vision and help to make the business process better before it is 
designed. 
  
b. The communication technology through I.T capabilities helps in breaking down 
geographical and organizational barriers that makes the acceptance of process 
change and useful understanding of company’s strength, weakness opportunities and 




c. For a firm to manage a process can be adapted from other companies practice 
outside its industry. The company should combine its team members experience to 
set a standard that other companies can be compared with.  
 
d. I.T staff needs to broaden their knowledge in non technical areas to achieve 
effective team work in an organisation. 
 
e. In order to have a flexible organisational design the firms existing difficult 
structures must be changed so as to ensure the operation of BPR cross functional 
teams against departmental activities. 
 
f. To gain market share and achieve competitive advantage, the agreement between 
companies and collaboration between suppliers and distributors takes place at the 
initial stage of BPR before process design.  
 
APPLYING IT & BPR IN BANKING OPERATIONS 
 
The banking sector requires reengineering because of changes in economic situation, 
consumer needs and market competition requires an improvement of existing 
relationship with information technology to a more flexible and user friendly system. 
The globalization has affected the banking services to shift from product to customer 
focus. There is also an increased in demand for product innovation as a result of the 
pressure for the development of mature banking services. Similarly the customer 
demand for services is becoming more complex with an increasing knowledge of latest 
technology, multiplicity of demand and sharp pressures for request of efficient services. 
Meanwhile, the banking operation is changing for better control and management of 
risk and regulatory requirement. Business process is a system designed to produce a 
definite output for a particular customer or market. It is a sequence and series of 
logically correlated activities or task, performed to meet definite organizational goals 
e.g. - new product development, processing of inward and outward remittances, credit 
evaluation and appraisal processes, customer service, teller and cash transaction 
processing, etc. BPR is a fundamental rethinking and radical redesigning of business 
process to add value to the organization in order to achieve dramatic improvement in 
key performance indicator (KPIs) such as cost, quality, service and speed. 
 
Business competition in the financial services industry has increased significantly over 
the last decade. On one hand, margins have become smaller because of the internal 
factors such as low level of service quality, poor service delivery, inflexibility of 
process procedure and unfriendly computer user systems for speedy and efficient 
consummation of business processes. While on the other hand, external factors in the 
current financial environment, which is characterised by economic crisis and melt 
down. This is in addition to the intense competition as a result of the impact of 
globalisation in some segments.  In the current period of e-commerce, internet and 
mobile banking customers expect speedy processes of transactions to be performed 
faster than in the past. One of the methods of enhancing the competitiveness is to align 
these processes link with a combination of IT related capability and organisational tools. 
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This important link had been stressed by Al-Mashari, Irani and Zairi (2001); Bhatt and 
Trout (2005); Tennat and Wu (2005). 
 
The scarcity of studies that analyses the role of IT’s capabilities in CSF of BPR with IT 
capability on performance of banks broadens the research opportunities (Lin 2007; 
Weber and Pliskin 1996). Capabilities are cost, quality, time, and flexibility (Krajewski 
and Ritzman 1996). However, firms with superior IT capability enjoy superior 
performance by bolstering their revenues, increasing productivity, and decreasing costs. 
The poor performance of banks could be improved through implementation of CSFs of 
BPR and cumulative capability. The studies that examines the link among CSFs of BPR 
cumulative capability and organizational performance in IT industry is still in its early 
development (Lu and Junhua 2008). The resource – based view (RBV) argues that it is 
the ability of using the internal capability of the organisation resource (i.e. IT capability 
as firm’s internal resources) that would lead to superior performance when leverage 
well (Bharadwaj 2000; Ross, Beath and Goodhue 1996).  IT capability as the 
cumulative capability is expected to influence bank performance.  
  
To ensure a successful reengineering process the company should first concentrate on crucial 
business processes that have effect on competitive factors, customer, service, cost reduction, 
product quality and time to market. To obtain the greatest benefit from IT, current processes 
should not simply be automated but rather start with clean slate. Consider a company that has 
decided to redesign its processes because of inefficiency or ineffectiveness. Davenport and 
Short (1990) prescribe five major steps that can be applied in bank organisations as follows:  
 
i.       Develop Business Vision and Process Objectives  
 
BPR is driven by a business vision that implies specific objectives such as cost and time 
reduction, or output quality improvement. Rationalization is not sufficient as process 
redesign objective, instead redesign of the entire processes should be done with a specific 
business vision and redesign objectives of cost and time reduction, quality output and work, 
life or learning/empowerment.  
 
ii. Identifying Processes to be redesigned:  
 
Most company focus their redesign effort on their most important processes or those that are 
in conflict with their business operational vision. Most managers do not think about their 
business operations in terms of processes redesign, only few managers identify all the 
processes within their firm and then prioritize them in order of redesign urgency.  
 
iii. Understanding and Measuring Existing Processes 
 
Before redesigning processes companies most had primary reasons. Firstly, to avoid 
repetition of old mistakes and problems encountered with the existing processes. Secondly, 
to provide baseline for improvement in measurement of future processes 
 




Awareness of IT capabilities can and should influence process design. All information 
technology’s capabilities involve improving coordination and information access across 
organisational units that allow more effective management of task interdependence. The 
impacts of IT capabilities are as follows: 
• Several jobs are combined into one; 
• Employees make decisions, which becomes part of the job; 
• Steps in the business process are performed in a natural order, and several jobs get done 
simultaneously; 
• Process has multiple versions, which enables the economies of scale that result from 
mass production, yet allows customization of products and services; 
• Work is performed where it makes the most sense, including at the customers’ or 
suppliers’ sites; thus work is shifted across organizational and international boundaries; 
• Controls and checks and other non-value added work are minimized; 
• Reconciliation is minimized by cutting back the number of external contact points and 
by creating business alliance; and 
• A hybrid centralized/decentralized operation is used as shown in the table below 1 
below. 
 
Table 1: IT capabilities and the impacts (Davenport and Short, 1990) 
NO. CAPABILITY ORGANIZATIONAL IMPACT/BENEFIT 
1 Transactional I.T can transform unstructured processes into routine transactions 
2 Geographical I.T can transfer information with rapidity and ease across large 
distances making processes independent of geography 
3 Auto motional IT can replace or reduce human labour in a process 
4 Analytical IT can bring to bear complex analytical methods on a process 
5 Informational IT can bring vast amounts or detailed information into a process 
6 Sequential IT can enable changes in the sequence of tasks in a process, often 
allowing multiple tasks to be worked on simultaneously 
7 Knowledge 
Management 
IT allows the capture and dissemination of knowledge and expertise 
to improve the process 
8 Tracking IT allows the detailed tracking of task status, input and outputs 
9 Dis-intermediation IT can be used to directly connect two parties within a processes that 
would otherwise communicate through an intermediary (internal or 
external) 
 
v. Design and build a Process Prototyping  
For most firms, the final step in this approach is to include fact in all the above steps in 
designing the process. This is done by the same team that performed the previous steps, 
getting input from process constituencies and using brainstorming sessions as the mode of 
operations. A key point is that, the actual design is not the end of the process redesign 
activities rather; the new design can be viewed as the first design from which other designs 
are copied, with iteration expected and managed through successive better design tool, 
generic design criteria, and the use of organizational prototyping for implementing 
redesigned processes.  
 
Reengineering forces changes with management styles. As the fundamental source of difficulty 
is the fact that process is reengineered while management changes the way they do as well as 
who they are, the way they think, organise, plan, deploy, inspire and reward performance 
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(Sutcliffe 1999). They learn to organize work in a holistic, integrated way, create an 
environment where generalists are replaced with specialists, and where preoccupation with 
internal activities is shifted to a design focused on customers. Reengineering is guaranteed to 
fail with companies who attempt the process and focus only on process design, ignoring or 
under-estimating the importance of people. When a process changes, the jobs of those who do 
the work must also changed. Reengineering efforts changes almost everyone’s job because 
employees at all levels require new skills. It causes enormous change in the organisation 
therefore it has the tendency to cause organisational anxiety. One of the challenges of 
implementing reengineering is coping with reaction of employees, their fear about job 
displacement and resistance to change need to be alleviated and explained. To remove the 
negative feelings and improve employee moral, they should be made to feel that they own the 
reengineering effort (Thomas and Dunkerley 1999). Davenport (2000) argues that the following 
processes ought to be considered in examining the role of IT capabilities and firm’s business 
process reengineering: 
 
 Inter-organizational processes: Web services and the Web services directory. 
 Marketing and customer-facing processes: marketing automation, workflow for 
semi-structured processes, customer insight analytics. 
 New product development processes: collaborative product commerce applications; 
intellectual property management. 
 Information access and analytical processes: role-based and active portals, digital 
content services, and the integration of information management, knowledge 
management and e-learning. 
 
The role of information technology in BPR can also be best explained using the Technology 
Task Theory (TTF theory). The theory claims that I.T is more likely to have a positive impact 
on individual and organisational performance and be used if the capability of I.T matches the 
tasks to be achieved (Goodhue and Thompson 1995). The TTF concept had been broaden to 
describe the organisational level of I.T capability, impact on organisational performance and 
agree with business processes (Karim et al. 2007). The theory ensures that firm’s information 
technology is in position to provide basic support and strategy to achieve business success 
(Bleistein, Cox, Verner and Phalp 2006). It also bring about other matters of business processes 
and I.T function (Smith and Fingar 2003; Strnadl 2006). Various organisations were unable to 
fully achieve the sustainable competitive advantage and other benefit from their huge and 
considerable investment in information technology (Carr 2003; Dhillon 2008; Karim et al. 
2007).  
 
The findings from TTF theory revealed that organisations should be closely linked and attached 
with the concept of dynamic capability. Previous experiences confirm failures of software due 
to poor management of processes (Barjis 2008), while on the other hand Business processes 
must start to utilize the I.T capability (Attaran 2004).  Regular process changes then need a 
constant modification of information system (Mutschler, Reichrt and Bumiller 2008). A real 
linkage between technology and business processes must be determined and sustained (Bendoly 







As organisations explore the relationship between business processes, I.T capabilities, alliances 
and other methods of cross company coordination have lead to the achievement of BPR 
philosophy. A lot of the value added and innovation in organisational services had been realised 
as a result of IT capabilities and process reengineering from knowledgeable worker and 
knowledge work processes.  
 
Information technologies and its declining costs are creating opportunities to change and 
improve the way to conduct business. IT is the most effective enabling technology for BPR. It 
helps in meeting the objectives of reengineering in three ways: it provides information across 
functional levels, establish easy communication, and improve the process performance. It also 
helps the reengineering effort by modelling and takes full advantage of the process and 
assessing its consequences. Only when organizations adopt changes in mindset regarding the 
role of the IT function that could play an important role in the success of reengineering. IT 
changes would be ineffective without visionary leadership and support. There is little chance 
that innovative forces can be mobilized to facilitate process redesign and organizational 
transformation. Radical change required IS redesign. IT is clearly an enabler of reengineering. 
Until employees can access new sources or domain of information, redesign process cannot be 
implemented Reengineering objectives failed to be achieved by organisation because they 
trivialize the concept. It require creative thinking, a new perspective on the part of management 
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